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Prospects for agricultural trade with China 
By M.L. Meaton* 
As a principal exporter to China, 
Australia is well placed to participate 
in what has been described as the 
world's largest market. 
China by any measure, is a vast 
country. It covers 1.3 times the area 
of Australia and has a quarter of the 
world's population. The population 
(958 million in June 1979) is 
expanding by an estimated 15 million 
people a year — more than Australia's 
total population. 
Over 90 per cent of China's population 
lives in 15 per cent of the area; mostly 
in the river basins and on the coastal 
plains. The concentration of 
population in more fertile and climatic 
productive areas reflects the rural 
basis of China. 
Although only about 10 per cent of 
the total area of China is suitable for 
cultivation, the wide range of soils, 
temperature and rainfall means that 
practically every crop can be grown. 
The biggest problem is to grow enough 
food in the fertile areas to feed the 
enormous and rapidly growing 
population, and then with the poor 
transportation system, to distribute 
this. 
Development 
In China's National Development 
Plan outlined in June 1979 the main 
aim over the following three years was 
sustained, proportionate and high 
speed development. In particular, 
emphasis was placed on the 
modernisation of agriculture and the 
expansion of foreign trade to improve 
living standards. 
Agricultural production is planned to 
grow at 4 per cent a year as a result of 
the combined effects of higher 
Government payments for rural 
products, an increase in funds for 
agricultural investment and the 
continued mechanisation programme. 
The plan anticipated that foreign trade 
would grow considerably from 1979, 
with exports 15 per cent more than 
1978 levels and imports up by 32 per 
cent. 
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Domestic production and 
consumption 
The Chinese have developed a system 
of highly labour intensive and 
productive agriculture. In much of the 
country two or three crops a year are 
harvested from the same land, with 
about half of this crop irrigated. 
Food production appears to have 
generally kept pace with population 
growth but industrialisation and the 
growth of urban centres have placed 
new demands on China's agriculture. 
A faster rate of improvement in 
production is therefore needed. 
The Chinese diet is based on grains 
and vegetables, and from what 
statistics are available, the level of per 
capita consumption for those items is 
above Australian consumption levels. 
Grains provide close to 80 per cent of 
the average calorie intake of the 
Chinese, in part because meat, fish 
and poultry are in chronic short 
supply. 
Grain production 
Chinese grain production was 305 
million tonnes in 1978. Added to this 
were imports of 9.5 million tonnes 
and exports of 1.10 million tonnes, 
to give a total domestic consumption 
of 313 million tonnes, 315 kg a head. 
This compares with Australian 
consumption of about 285 kg a head. 
In China's ten year development plan, 
grain output is forecast to rise to 
400 million tonnes by 1985 when the 
population is expected to be 1096 
million. An increase to this level 
requires a 6.5 per cent annual rise in 
production which is considered 
optimistic by most observers. At this 
level, domestic production would be 
providing 365 kg per head per annum 
which is 15 per cent above present 
levels. 
The actual human consumption level 
will depend on the government's grain 
ration policies. At present urban 
workers receive between 200 and 300 
kg of grain a year depending on 
occupation, while rural workers are 
not rationed. The World Food and 
Agriculture Organisation predicts that 
up to 1985 small rises will occur in 
per capita consumption of wheat and 
rice which, combined with feed grain 
requirements, will mean a total grain 
demand of between 310 and 330 
million tonnes. This level will only 
allow for a small rise in consumption 
but appears consistent with realistic 
production projections. 
If consumption is to rise further, 
imports will be required. Grain import 
demand will thus be primarily 
dependent on production fluctuations 
with the possibility of some extra 
imports to raise living standards. 
The United States Department of 
Agriculture has predicted a Chinese 
import requirement of around 10 
million tonnes which is about twice as 
much as average imports between 
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1974 and 1978. As a result of United 
States recognition of China in 
December 1978 and subsequent 
granting of credit facilities, the United 
States can be expected to take a much 
larger part of grain trade. 
With greater competition from the 
United States and Canada, Australia 
should still be able to at least maintain 
the high level of current exports at 
around 2.5 million tonnes of wheat. 
Feed grains 
If the Chinese are to substantially 
increase livestock production as they 
intend, this can only come from 
substantial feed grain imports. At 
present the United States dominates 
world trade in feed grains, with large 
exports of maize. However Australia 
could export large quantities of 
barley and sorghum, with Western 
Australia being able to supply 
reasonable quantities of barley. 
Meat 
While meat consumption in China is 
much lower than Western standards, 
China is an important exporter of 
meat and meat products to 
neighbouring countries. Although 
development plans include increased 
emphasis on livestock, and pig meat 
production in particular, it is unlikely 
that China will become a meat 
importer in the next few years. 
Wool 
Wool consumption in China is very 
low by comparison with other 
countries and imports are 
correspondingly small. Nevertheless 
Australia has exported considerable 
quantities of wool to China in some 
years ($24.5 million in 1973), and 
together with New Zealand provides 
most supplies. 
Prospects for increased wool exports 
to China remain good with China's 
determination to foster its textile 
industry — one of its major export 
earners. This determination is 
reinforced by the Chinese 
Government's interest in importing 
Australian sheep to improve the 
quality of domestic wool production. 
However, the development of a 
woollen industry in China would still 
require increased supplies of wool 
from Australia, according to an 
Australian Wool Corporation 
delegation (December, 1978). 
If living standards in China improve, 
domestic demand for woollen 
materials should rise also. 
Dairy produce 
Between 1970 and 1977 Chinese 
imports of condensed, dry and fresh 
milk trebled, mostly as a result of the 
increase in tourism. Further increases 
in tourism will raise the required 
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imports and Australia should benefit 
from this. However, Western Australian 
farmers will face considerable 
competition from producers in the 
Eastern States, New Zealand and 
the EEC. 
Livestock 
As part of the ten year development 
programme (1976-1985), China 
decided to further develop its livestock 
industries under pastoral conditions. 
This involves beef and dairy cattle, 
and sheep. 
An Australian Livestock Development 
Survey Mission in May 1979 reported 
that in the areas visited there appeared 
to be little tradition and experience of 
land and pasture management for 
extensive livestock production. Thus 
Australia should be able to provide 
both technical experience and suitable 
breeding livestock to facilitate the 
planned expansion. 
As a result of that mission an 
Australian pilot livestock farm has 
now been established in Hunan 
province. The mission did not include 
a Western Australian representative 
and it may be necessary for this 
State to promote its own interest in 
future development. 
Sugar 
Australia is likely to continue to 
export large quantities of sugar to 
China (SI6.5 million worth in 1978) 
but future development will depend 
on agreement between the parties to 
the International Sugar Agreement. 
However, unless sugar cane is developed 
on the Ord River irrigation scheme, 
Western Australia will not participate 
in this export market. 
Horticultural products 
With a large population and limited 
arable areas in China a great deal of 
effort goes into the production of fruit 
and particularly vegetables. The 
Australian Livestock Mission reported 
that vegetable production was highly 
productive — fully utilising available 
resources of land, labour, water and 
organic waste. Irrigation was widely 
practised. 
China does export fruit and vegetables 
to South East Asia, although domestic 
demand appears far from satisfied. 
It therefore appears that there is little 
potential for export of horticultural 
products to China. All such products 
grown in Australia can also be grown 
in China. 
Other 
In 1978/9, China imported from 
Australia $30.9 million worth of 
tallow (Australia's largest market), 
$0.76 million in hides and skins and 
$0.5 million worth of oils, fats and 
waxes. While collectively these 
accounted for only 0.7 per cent of 
Australia's exports to China, they 
still represent a significant market. 
The potential for further increase 
should therefore be explored. 
A number of missions to China have 
emphasised the potential for 
agricultural seeds, yet this market 
remains largely unexplored and sales 
are negligible. As a major seed 
producer, Western Australia should 
examine the potential for seed 
exports. 
Edible oils also appear to have 
considerable potential for future 
growth in trade because of limited 
supplies in China. While there is 
scope for improved trade in a 
number of commodities, there are 
still considerable problems facing 
exporters. 
Limitations on trade 
Chinese policy is that trade should be 
based on equality and mutual benefits, 
promoting the economic development 
of both sides. While trade is recognised 
as being very important to China to 
help development, the eventual aim is 
self-sufficiency. This however is a 
stated aim of many countries and 
few actually succeed. 
It is still possible that technical 
assistance, which the Chinese have 
frequently requested, will eventually 
act against the interests of Australian 
trade. However, until then it is 
expected that countries willing to 
share their expertise will be favoured 
as trading partners. Broad-acre farming 
in Australia is considerably more 
advanced than in China and this 
expertise could be used in development 
of northern Chinese "steppes" —area 
which is at present relatively 
undeveloped. 
Policy in China limits imports to the 
earnings from export. While China has 
large oil and coal reserves which are 
becoming major export earners there 
is still a need to generate larger export 
earnings from other sources. In the 
meantime import policy will favour 
the technology for modernisation 
plans rather than the non essential 
primary produce. 
Having only recently begun exchanges 
with West, the Chinese are proceeding 
very cautiously in transactions with 
these countries. Development of trade 
therefore takes a long time and 
organisations hoping to export to 
China must begin negotiations well in 
advance of expected delivery. 
Conclusion 
China represents good potential for 
future trade in selected agricultural 
commodities. Although it is clear 
that eventually the country aims at 
self-sufficiency the demand for 
agricultural produce should continue 
to grow over the next decade. 
While there will be strong competition 
from other countries there is scope for 
more exports from Australia 
particularly for cereal and feed grain 
exports. Western Australian 
organisations keen to negotiate could 
benefit from sales of seed and feed 
grains, livestock and livestock 
by-products, wool, skins and hides, 
and possibly dairy products. However, 
shipping costs from Western Australia 
are higher than from the Eastern 
States and special efforts will have to 
be made to overcome this 
disadvantage. 
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